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As part of our audit of the Louisiana State University System’s financial statements for the year
ended June 30, 2002, we considered the Louisiana State University Health Sciences Center -
New Orleans’ internal control over financial reporting; we examined evidence supporting certain
accounts and balances material to the System’s financial statements; and we tested the center’s
compliance with laws and regulations that could have a direct and material effect on the
System’s financial statements as required by Government Auditing Standards.  In addition, we
considered the Louisiana State University Health Sciences Center - New Orleans’ internal
control over compliance with requirements that could have a direct and material effect on a
major federal program, as defined in the Single Audit of the State of Louisiana, and we tested
the center’s compliance with laws and regulations that could have a direct and material effect on
the major federal programs as required by U.S. Office of Management and Budget Circular A-
133.

The financial information provided to the Louisiana State University System by the Louisiana
State University Health Sciences Center - New Orleans is not audited or reviewed by us, and,
accordingly, we do not express an opinion on that financial information.  The center’s accounts
are an integral part of the Louisiana State University System’s financial statements, upon which
the Louisiana Legislative Auditor expresses an opinion.

Based on the application of the procedures referred to previously, all significant findings are
included in this letter for management's consideration.  All findings included in this management
letter that are required to be reported by Government Auditing Standards will also be included in
the State of Louisiana’s Single Audit Report for the year ended June 30, 2002.

Bank Reconciliations Not Performed

Louisiana State University Health Sciences Center - New Orleans did not reconcile its 15
bank accounts on a monthly basis for the fiscal year ended June 30, 2002.  Good
internal control requires reconciliation of the bank account balances to the accounting
records on a monthly basis.  Bank reconciliations provide management with a basis to
ensure that all transactions that affect both the bank accounts and the accounting
records are in agreement and that no errors or fraud have occurred.
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As of September 30, 2002, the bank reconciliations for these accounts had not been
completed for July 2001 through June 2002.  Although the center used daily reports
provided by its banks to review cleared and unusual items, the center did not reconcile
the bank account balances to the accounting records on a monthly basis. This condition
occurred because management did not enforce existing policies and procedures that
require bank reconciliations to be performed monthly. With deposits and withdrawals
averaging $31,492,000 and $29,989,000 monthly, respectively, failure to perform bank
reconciliations could result in errors or misstatements not being detected timely and an
increased risk of misappropriation of funds.

Management should follow established policies and procedures and ensure that bank
accounts are reconciled monthly.  Management concurred with the finding and
recommendation and outlined a plan of corrective action (see Appendix A, pages 1-3).

Untimely Deposit of Cash Receipts

Louisiana State University Health Sciences Center - New Orleans has not timely
deposited all funds received in its Sponsored Projects Section and Accounting Section.
Good internal controls require that the university timely deposit its cash receipts to
safeguard its assets, and university policies require that all money received by the
university be deposited daily.

In a test of 40 receipts requiring deposit, 20 (50%) were not deposited timely.  These
receipts, which were included in deposits totaling $18,730,073, were deposited two to 65
days late.  Deposits were not made timely because in some instances, receipts (checks)
were being held in the Sponsored Projects Section for extended periods of time.  In
other instances, the Accounting Section held checks for several days before depositing
them.

Failure to deposit funds daily increases the risk that errors and/or fraud could occur and
not be detected timely, and interest income could be lost.  Management should establish
and maintain procedures to ensure that cash receipts are timely deposited.
Management concurred with the finding and recommendation and outlined a plan of
corrective action (see Appendix A, pages 4-5).

Lack of Internal Controls Over
  Certain Payroll Functions

Louisiana State University Health Sciences Center (LSUHSC) did not establish
adequate internal controls to monitor changes made to payroll data in the PeopleSoft
Human Resource (HR) software application using the payline function, which allows the
user to change gross pay, make one-time adjustments and change other payroll
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information for any employee at any LSUHSC campus during payroll processing.
Effective internal controls include approval for changes made to payroll records,
monitoring changes, and sufficient documentation of changes to provide an adequate
audit trail.  We identified 137 employees with access to the payline function, enabling
them to make these changes to any LSUHSC employee’s salary.

LSUHSC did not use an audit table to monitor the use of the payline function, and
records of changes made using the payline function were not produced.  Management
stated that the audit table was not used because it slows the system processing
considerably.  Failure to establish effective internal controls over the payline function
could result in unauthorized changes to employee pay data being made and remaining
undetected.

The center should ensure that approval is granted for all payroll changes made using the
payline function, that changes are reviewed by management, and that adequate
documentation of changes is produced.  Management concurred with the finding and
recommendation and outlined a plan of corrective action (see Appendix A, pages 6-7).

Federal Financial Reports Not Submitted Timely

Louisiana State University Health Sciences Center - New Orleans did not submit two
required financial status reports (FSRs) by the due dates specified in the grant
agreements.  In testing the Research and Development Cluster, we determined that two
FSRs were not submitted by their required due dates.  The FSR for the Model State -
Supported Area Health Education Centers program (CFDA 93.107) was due on
December 31, 2001, but was not submitted until May 2, 2002, or 122 days late.  The
FSR for the Heart and Vascular Diseases Research program (CFDA 93.837) was due
on November 30, 2001, but was not submitted until April 24, 2002, or 145 days late.

The center’s Sponsored Projects Section did not ensure that the principal investigators
and/or business managers responsible for preparing the reports submitted them in
accordance with the grant agreements.  Failure to submit reports timely results in
noncompliance with grant agreements, which could impact future federal funding.

Management should ensure that principal investigators and/or business managers
submit required reports to their respective grantors in accordance with the requirements
of the grant agreements.  Management concurred with the finding and recommendation
and outlined a plan of corrective action (see Appendix A, pages 8-9).
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Untimely Student Loan Refunds

Louisiana State University Health Sciences Center - New Orleans did not refund student
loan proceeds to lenders within 30 days for students who received Federal Family
Education Loan Program (CFDA 84.032, FFEL) loans and who withdrew from the
university.  The Code of Federal Regulations, 34 CFR 668.607, requires that institutions
return FFEL proceeds in accordance with 34 CFR 668.22(j), which states that an
institution must return the amount of Title IV funds no later than 30 days after the student
withdraws or notifies the institution of his or her withdrawal.  The center also did not
maintain documentation in student files to determine if refunds were issued timely.

We examined records for 23 students who received FFEL loans and withdrew from the
university during the 2002 academic year and for whom refunds were due to lenders.
Checks for four students were issued from 39 to 108 days after the withdrawal date, and
files for three students did not include documentation to determine when refund checks
were issued.  The center did not place sufficient emphasis on procedures to ensure that
refunds were issued within 30 days.

Failure to refund student loan proceeds within 30 days results in noncompliance with
federal regulations and may impact the institution’s continued ability to participate in
Student Financial Aid programs.  Management of the center should review its policies
and procedures for submitting refunds to lenders to ensure they are remitted within the
time period specified in the CFR.  Management concurred with the finding and
recommendation and outlined a plan of corrective action (see Appendix A, pages 10-12).

The recommendations in this letter represent, in our judgment, those most likely to bring about
beneficial improvements to the operations of the center.  The varying nature of the
recommendations, their implementation costs, and their potential impact on the operations of
the center should be considered in reaching decisions on courses of action.  Findings relating to
the center’s compliance with applicable laws and regulations should be addressed immediately
by management.
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This letter is intended for the information and use of the center and its management and is not
intended to be and should not be used by anyone other than these specified parties.  Under
Louisiana Revised Statute 24:513, this letter is a public document, and it has been distributed to
appropriate public officials.

Respectfully submitted,

Daniel G. Kyle, CPA, CFE
Legislative Auditor

CGEW:ES:RCL:dl
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Appendix A

Management’s Corrective Action
Plans and Responses to the

Findings and Recommendations


























